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Unbundled Parking

Paying for Parking Separately from Housing or Office Space

The cost of parking for residential and commercial units is often passed on to the
occupants indirectly through the rent or purchase price ("bundled") rather than directly
through a separate charge. For example, a three bedroom unit might come with two
parking spaces included in the purchase price or rent. This means that tenants or
owners are not able to purchase only as much parking as they need, and are not given
the opportunity to save money by using fewer parking spaces. The alternative is to
unbundle parking - rent or sell parking spaces separately, rather than automatically
including them with building space. This is not only more equitable, but can also reduce
the total amount of parking required for the building.

Unbundling can be done in several ways [3]:

e Parking can be bought or rented separately when the apartment, condo, or office
space is bought or leased.

e Renters can be offered a discount on their rent for not using parking spaces.

e Parking costs can be listed as a separate line item in lease agreements to show
tenants the cost and enable them to negotiate reductions.

e Unbundling can be encouraged informally by creating a market for available
parking spaces - building managers can keep a list of tenants or owners with
excess spaces available for rent.

In condominium developments, one alternative to deeding parking spaces to buyers
automatically is to have the condominium association own the parking and the owners
lease their spaces, with the rent from the parking spaces replacing some or all of the
condo association fees [1]. This would allow owners to more easily adapt their supply of
parking spaces to their needs. If residents or commercial tenants can buy or rent
parking separately from housing, they will not need to make sure their housing or office
comes with parking because they will be able to obtain a space if they later need it.

If parking is unbundled from housing costs, residents can also be given options about
having an assigned space or an unassigned space, with assigned spaces costing more
because they cannot be shared by other residents. Compact car spaces can be offered
as another option, priced cheaper because of the reduced space required (this may
seem an odd pricing strategy, but it is essentially the same as charging less for a
smaller apartment than a larger one) [1].

At a minimum, developers should deed just one space per unit and allow owners to buy
others or purchase a pass for a lot or garage without reserved spaces. Offering
discounts for parking not needed rather than appearing to charge extra for parking may
also be a more palatable step.

Communities should encourage developers to unbundle the price of parking through
flexible parking requirements that allow reductions for developments with unbundled
parking, because when people can save money by having fewer cars, they may make
different choices about investing in vehicles. High minimum parking requirements also
discourage property owners from unbundling parking because the development is
required to provide enough parking to satisfy the demand when parking is free. The
inflated supply of parking spaces means that the landlord would not be able to charge
enough for a parking space to recover the cost if it was to be paid for separately. By
bundling the parking cost with the housing cost, the parking automatically gets paid for,
even if it is not needed or wanted. Correcting this requires that minimum parking
requirements are relaxed or removed for unbundled parking to allow developers to
provide only the spaces that residents will pay for if given the option. [1]

If developments do charge separately for parking, there may be an incentive for tenants
or owners to find other places to park their cars to escape the parking charge,
potentially causing spillover effects. If on-street parking or nearby off-street lots for
other uses are free and unregulated, they may soon be overrun. Some communities
address this concern by prohibiting street parking overnight. Another approach is
implement residential permit parking but prohibit residents of developments that supply
off-street parking from obtaining permits. The most flexible approach is charge for on-
street parking at a market rate and establish parking benefit districts to invest the
revenue in neighborhood improvements. If both on-street and off-street parking costs
reflect market rates, then there should not be a shortage of on-street parking. In
addition, if there are nearby lots for other uses with more parking supply than they
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need, the community can allow them to rent or lease those spaces to the residents
during evening hours or at any hours where they are not needed for the original use in
a shared parking arrangement.

Unbundled parking can also complement car sharing programs, because residents are
able to save more by not owning a car, and if access to car sharing is provided on-site,
they find themselves more willing to forgo having a car altogether, or get by with one
car rather than two.

Local examples:

* The Massachusetts Transit-Oriented Development (TOD) Bond Program in 2006
awarded $2 million for a mixed-use affordable housing development called Dudley
Village on Dudley, East Cottage and Leyland Streets in Dorchester. The development
will have unbundled parking and just 0.7 parking spaces per unit. [6]

National examples:

e The city of San Francisco is considering a proposal to limit parking in some
downtown neighborhoods to 0.75 spaces per unit in an effort to force developers
to unbundle parking from housing costs. Developers would not be able to simply
provide a space included with each unit; in order to build more parking, they
would have to obtain a conditional use permit, the conditions of which would
stipulate that parking costs must be unbundled from housing costs. [5]

e A condo project called "moda" in downtown Seattle includes 83 of 251 units that
are lower priced and come without parking. The project sold out within a week.
[7]

e A new condominium development in St. Louis a block from the MetroLink public
transit system that offered parking spaces for purchase separate from the units
experienced rapid sales and found that 20-25% of buyers opted out of
purchasing a parking space. The proximity to transit was instrumental in
convincing the lender that the project could succeed without at least one parking
space per unit. [8]
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